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(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
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Business Advisors Tax and Audit

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders
Corporate Finance Securities, Inc.

We have audited the accompanying statement of financial condition of Corporate Finance
Securities, Inc. (the “Company”) as of December 31, 2010, and the related statements of income,
shareholders’ equity and cash flows for the year then ended, that you are filing pursuant to Rule
17a-5 under the Securities Exchange Act of 1934. These financial statements are the responsibility
of the Company's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Corporate Finance Securities, Inc. as of December 31, 2010, and the results of
its operations and its cash flows for the year then ended, in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedule I is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary
information required by Rule 17a-5 under the Securities Exchange Act of 1934. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements
and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

KM]J Corbin & Company LLP

Costa Mesa, California
February 28, 2011
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CORPORATE FINANCE SECURITIES, INC.

STATEMENT OF FINANCIAL CONDITION

December 31,

ASSETS 2010
Current assets:
Cash and cash equivalents $ 59,906
Commission receivables 20,000
Other receivables 20,514
Deferred tax asset 1,420
Prepaid expenses and other 3.052
$ 104,892

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities:

Accounts payable and accrued expenses $ 17,722
Commissions payable 19,000
Total current liabilities 36,722

Commitments and contingencies

Shareholders’ equity:

Series A convertible preferred stock, $0.01 par value; 15 shares authorized,

no shares issued and outstanding -
Series B convertible preferred stock, $0.01 par value; 15 shares authorized,

9 shares issued and outstanding (liquidation preference of $35,100) -
Series C convertible preferred stock, $0.01 par value; 15 shares authorized,

4 shares issued and outstanding (liquidation preference of $12,600) -
Common stock, no par value; 1,000,000 shares authorized,

13,000 shares issued and outstanding 15,250
Additional paid-in capital 45,750
Retained earnings

7,170

Total shareholders’ equity

68,170

$__ 1048392

See accompanying notes to financial statements
2



CORPORATE FINANCE SECURITIES, INC.

STATEMENT OF INCOME
L |

For The Year
Ended
December 31,2010

Revenues:
Commissions $ 574,000
Other revenues 115,732
Total revenues 689,732

Expenses:
Commissions 567,460
Other general and administrative 102,693
Total expenses 670,153
Income before income taxes 19,579

Provision for income taxes

5.834

Net income $ 13,745

See accompanying notes to financial statements
3
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CORPORATE FINANCE SECURITIES, INC.

STATEMENT OF CASH FLOWS
L

For The Year
Ended
December 31,2010

Cash flows from operating activities:
Net income $ 13,745
Adjustments to reconcile net income to net cash
provided by operating activities:
Changes in operating assets and liabilities:

Commission receivables (20,000)
Other receivables (15,142)
Deferred tax asset 1,900
Prepaid expenses and other (2,036)
Accounts payable and accrued expenses 9,722
Commissions payable 19,000
Net cash provided by operating activities 7.189

Cash flows from financing activities:

Proceeds from the issuance of Series B convertible preferred stock 33,750
Proceeds from the issuance of common stock 11,250
Redemption of Series A convertible preferred stock (8.000)
Net cash provided by financing activities 37.000
Net change in cash and cash equivalents 44,189
Cash and cash equivalents at beginning of year 15.717
Cash and cash equivalents at end of year $ 59.906

Supplemental cash flow information -
Cash paid during the year for:
Interest $ -
$

Income taxes 800
Supplemental non-cash financing activities -
Redemption of Series A convertible preferred stock in exchange for
issuance of Series C convertible preferred stock $ 12,000

See accompanying notes to financial statements
5



CORPORATE FINANCE SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

For The Year Ended December 31,2010

NOTE 1 - ORGANIZATION AND SUMMARY_ OF SIGNIFICANT ACCOUNTING
POLICIES

Nature of Business

Corporate Finance Securities, Inc. (the “Company”) was incorporated in Delaware on October 2,
2006.

The Company is registered with the Securities Exchange Commission (“SEC”) as a broker/dealer
in securities and is a member of the Financial Industry Regulatory Authority (“FINRA”). The
Company is exempt from the provisions of Rule 15¢3-3 (pursuant to paragraph (k)(2)(i) of such
rule) under the Securities Exchange Act of 1934, as the Company does not hold customer funds
or safekeep customer securities. The Company does not maintain its own security accounts or
perform custodial functions related to the security transactions. Because of such exemptions, the
Company is not required to prepare a determination of reserve requirements and possession or
control requirements of Rule 15¢3-3.

Registration

The Company must register with state departments that govern compliance with securities laws for
the states in which it does business. The Company generates a substantial amount of commission
income in the State of California. Various regulatory requirements exist in each state with which
the Company must comply. Should the Company violate certain state securities laws, it could be
prohibited from doing business in that state.

Concentrations of Credit Risk

Cash and cash equivalents

The Company maintains its cash balances at financial institutions that are insured by the Federal
Deposit Insurance Corporation (“FDIC”). The Company has not experienced any losses in such
accounts and believes it is not exposed to any significant credit risk related to these deposits.

The Company considers highly liquid investments purchased with an original maturity of three
months or less to be cash equivalents. Cash equivalents are recorded at cost, which approximate
fair value.




CORPORATE FINANCE SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

For The Year Ended December 31,2010

NOTE 1 — ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, continued

Customers

In the normal course of business, the Company’s customer activities involve the provision of
securities brokerage services for private placement through a small number of representatives
(registered and unregistered) with the Company. This is facilitated by entering into “three way
agreements” with customers and member offices that enable the Company’s representatives to
conduct private placement for customers.

Revenue Recognition

Commissions are recorded during the period in which services are performed. Other revenues
are related to administrative fees from registered representatives which are recorded when earned
according to a predetermined fee schedule and are intended to provide for certain Company
administrative costs.

Fair Value Measurements

As of December 31, 2010, the Company measures the fair value of certain of its financial assets
on a recurring basis. A fair value hierarchy is used to rank the quality and reliability of the
information used to determine fair values. Financial assets and liabilities carried at fair value
will be classified and disclosed in one of the following three categories:

Level 1 - Quoted prices in active markets for identical assets or liabilities.

Level 2 - Inputs other than Level 1 that are observable, either directly or indirectly, such as
quoted prices for similar assets and liabilities, quoted prices in the markets that are not active; or
other inputs that are observable or can be corroborated by observable market data for
substantially the full term of the assets or liabilities.

Level 3 - Unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the assets or liabilities.




CORPORATE FINANCE SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

For The Year Ended December 31,2010

NOTE 1 — ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, continued

Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure of
contingent assets and liabilities at the date of the financial statements and the recorded amounts
of revenues and expenses during the reporting period. Significant estimates made by the
Company’s management include but are not limited to, the collectibility of receivables and the
realizability of the deferred tax asset. Actual results could differ from those estimates.

Income Taxes

The Company has elected to be treated as a C corporation for income tax purposes. The amount
of current and deferred taxes payable or refundable is recognized as of the date of the financial
statements in accordance with the accounting guidance for income taxes. Deferred tax assets and
liabilities are recognized for future tax benefits or consequences attributable to temporary
differences between the financial statement carrying amounts of existing assets and liabilities and
their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are
expected to be recovered or settled. A valuation allowance is provided for significant deferred
tax assets when it is more likely than not that such assets will not be realized through future
operations.

The Company recognizes any uncertain income tax positions on income tax returns at the largest
amount that is more-likely-than not to be sustained upon audit by the relevant taxing authority.
An uncertain income tax position will not be recognized if it has less than a 50% likelihood of
being sustained. There are no unrecognized tax benefits as of the date of adoption. There are no
unrecognized tax benefits included in the statement of financial condition that would, if
recognized, affect the effective tax rate. The Company’s policy is to recognize interest and/or
penalties related to income tax matters in income tax expense. The Company had $0 accrued for
interest and penalties on the Company’s statement of financial condition at December 31, 2010.

The Company is subject to taxation in the U.S. and State of California. The Company does not
foresee material changes to its gross uncertain income tax position liability within the next
twelve months. The Company is no longer subject to IRS or state examinations prior to 2006.




CORPORATE FINANCE SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

For The Year Ended December 31,2010
.|

NOTE 1 — ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, continued

Reclassifications

Certain reclassifications have been made to the prior year financial statement presentation to
conform to the current year financial statement presentation.

Subsequent Events

The Company has evaluated and determined that no events have occurred subsequent to the
statement of financial condition date and through February 28, 2011, the date of issuance of
these financial statements, which would require inclusion or disclosure in its financial statements
other than as described in the accompanying notes.

NOTE 2 - INCOME TAXES

For the year ended December 31, 2010, the income tax provision consists of the following:

Federal:
Current $ 2,200
Deferred 1,140
3.340
California:
Current 1,734
Deferred 760

2,494

$ 5,834

The accompanying statement of financial condition reflects a deferred tax asset of $1,420 related
to the Company’s start-up organizational costs. Income tax expense differed from the amounts
computed by applying the U.S. Federal income tax rate of 15 percent as a result of graduated tax
rates, permanent taxable differences and state income taxes.




CORPORATE FINANCE SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

For The Year Ended December 31,2010
L |

NOTE 3 - SHAREHOLDERS’ EQUITY

Effective April 1, 2010, the Company entered into a series of equity transactions.

Convertible Preferred Stock

The Company redeemed 4 shares of Series A convertible preferred stock (“Series A”) at the
original subscription price of $5,000 each with dividend rights which terminated on March 31,
2010, in exchange for the issuance of 4 shares of Series C convertible preferred stock (“Series
C”) at $3,000 per share. The redemption value of the Series A for the issuance of Series C was
for $12,000 and the Company paid cash of $8,000 to the shareholders.

Holders of the Company’s Series A have the following terms: a cumulative dividend of 8%
(payable when and if declared), priority payment rights ahead of the Series B and C convertible
preferred stock; voting rights as provided in the Code of By-Laws and the Amended and
Restated Certificate of Incorporation and the Shareholder Agreement; conversion rights,
redemption and liquidation rights as provided in the Amended and Restated Certificate of
Incorporation and the Shareholder Agreement, respectively. There are no shares outstanding of
Series A effective April 1, 2010 and as of December 31, 2010.

Holders of the Company’s shares of Series C have the following terms: a cumulative dividend of
7.5% (payable when and if declared), effective April 1, 2010, priority payment rights behind the
Series A but equal to the Series B convertible preferred stock (“Series B”); voting rights as
provided in the Code of By-Laws and the Amended and Restated Certificate of Incorporation
and the Shareholder Agreement; conversion rights, redemption and liquidation rights as provided
in the Amended and Restated Certificate of Incorporation and the Shareholder Agreement,
respectively.

The Company issued 9 shares of Series B at $3,750 per share, for total cash proceeds of $33,750.
Holders of the Series B shares have the following terms: a cumulative dividend of 6% (payable
when and if declared), effective April 1, 2010, priority payment rights behind Series A but equal
to Series C; voting rights as provided in the Code of By-Laws and the Amended and Restated
Certificate of Incorporation and the Shareholder Agreement; conversion rights, redemption and
liquidation rights as provided in the Amended and Restated Certificate of Incorporation and the
Shareholder Agreement, respectively.

Common Stock

The Company issued 9,000 shares of common stock at $1.25 per share, for total cash proceeds of
$11,250.

10



CORPORATE FINANCE SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

For The Year Ended December 31, 2010
. |
NOTE 4 — COMMITMENTS AND CONTINGENCIES

Related Party Transactions

During the course of its business, the Company receives administrative fees from and pays
commissions and general and administrative expenses to its shareholders and registered
representatives.

For the year ended December 31, 2010, the Company earned $98,004 of its other revenues from
these related parties. As of December 31, 2010, other receivables from these related parties was
$18,367.

For the year ended December 31, 2010, the Company paid $567,460 of its commissions expense
to related parties. As of December 31, 2010, commissions payable to these related parties was
$19,000. For the year ended December 31, 2010, the Company paid $62,533 of its other general
and administrative expenses to related parties, including $12,000 for an office rental sharing
arrangement. As of December 31, 2010, accounts payable and accrued expenses due to these
related parties was $15,983.

Indemnities and Guarantees

The Company has made certain indemnities and guarantees, under which it may be required to
make payments to a guaranteed or indemnified party, in relation to certain transactions. The
Company indemnifies its officers and director to the maximum extent permitted under the laws of
the State of Delaware. The duration of these indemnities and guarantees varies and, in certain cases,
is indefinite. These indemnities and guarantees do not provide for any limitation of the maximum
potential future payments the Company could be obligated to make. Historically, the Company has
not been obligated to make any payments for these obligations and no liabilities have been recorded
for these indemnities and guarantees in the accompanying statement of financial condition.

NOTE S - NET CAPITAL REQUIREMENTS

As a registered broker/dealer, the Company is subject to the Securities and Exchange
Commission’s Uniform Net Capital Rule (Rule 15¢3-1), which requires that the Company
maintain a minimum net capital, as defined, and may not permit its aggregate indebtedness, as
defined, to exceed fifteen times its net capital. At December 31, 2010, under the most restrictive
requirement, the Company had net capital of $41,864 which was $36,864 in excess of its
minimum required net capital of $5,000. The Company’s ratio of aggregate indebtedness to net
capital was 0.88 to 1.

11



CORPORATE FINANCE SECURITIES, INC.

SCHEDULE I - COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

As of December 31, 2010

Net capital -
Total shareholders’ equity from
statement of financial condition

Deductions and/or charges:
Nonallowable assets included in the
following statement of financial
condition captions:
Cash and cash equivalents
Commission receivables
Other receivables
Deferred tax asset
Prepaid expenses and other

Total deductions and/or charges
Net capital
Minimum net capital required
Excess net capital
Total aggregate indebtedness

Ratio of aggregate indebtedness to
net capital

Unaudited Amounts Based Difference
Amounts per on Annual Increase
FOCUS Report Report (Decrease)
$ 62,370 $ 68,170 $ 5,800
1,320 1,320 -
20,000 - (20,000)
20,514 20,514 -
1,320 1,420 100
3.052 3.052 -
46,206 26.306 (19.900)
16,164 41,864 25,700
5,000 5,000 -
$ 11,164 $ 36,864 $ 25,700
$ 42,422 $ 36,722 A (5,700)
2.62to 1 0.88to0 1

12
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON
INTERNAL ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

Board of Directors and Shareholders
Corporate Finance Securities, Inc.

In planning and performing our audit of the financial statements of Corporate Finance Securities,
Inc. (the “Company”) as of and for the year ended December 31, 2010, in accordance with
auditing standards generally accepted in the United States of America, we considered the
Company’s internal control over financial reporting (internal control) as a basis for designing our
auditing procedures for the purpose of expressing our opinion on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of the Company’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Company’s internal
control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company, including
consideration of control activities for safeguarding securities. This study included tests of such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of Rule
15¢3-3. Because the Company does not carry securities accounts for customers or perform
custodial functions relating to customer securities, we did not review the practices and
procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
and recordation of differences required by Rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section
8 of Federal Reserve Regulation T of the Board of Governors of the Federal
Reserve System.

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC's above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance
that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial
statements in conformity with accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

p714 3806565 f 7143806566 555 AnonBid Suite 1000 Costa Mesa CA 92626  kmijpartnerscpa.com
p 7604315465 f 760 431 5466 2768 Loker Avenue West Suite 101 Carlsbad CA 92010




Because of inherent limitations in internal control and the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a deficiency, or combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that
a material misstatement of the Company’s financial statements will not be prevented or detected
and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in internal control that
might be material weaknesses. We did not identify any deficiencies in internal control and
control activities for safeguarding securities that we consider to be material weaknesses, as
defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company's practices and procedures, as described in the second paragraph of this report, were
adequate at December 31, 2010, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange
Act of 1934 in their regulation of registered brokers and dealers, and is not intended to be and
should not be used by anyone other than these specified parties.

KT Codin,  Compuny L0
KM]J Corbin & Company LLP

Costa Mesa, California
February 28, 2011
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON
APPLYING AGREED-UPON PROCEDURES RELATED TO AN ENTITY’S SIPC
ASSESSMENT RECONCILIATION

Board of Directors
Corporate Finance Securities, Inc.

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have
performed the procedures enumerated below with respect to the accompanying General
Assessment Reconciliation (Form SIPC-7) to the Securities Investor Protection Corporation
(“SIPC”) for the year ended December 31, 2010, which were agreed to by Corporate Finance
Securities, Inc. (the “Company”) and the Securities and Exchange Commission (“SEC”), Financial
Industry Regulatory Authority, Inc. (“FINRA™) and SIPC, solely to assist you and the other
specified parties in evaluating the Company’s compliance with the applicable instructions of the
Form SIPC-7.. The Company’s management is responsible for the Company’s compliance with
those requirements. This agreed-upon procedures engagement was conducted in accordance with
attestation standards established by the American Institute of Certified Public Accountants. The
sufficiency of these procedures is solely the responsibility of those parties specified in this report.
Consequently, we make no representation regarding the sufficiency of the procedures described
below either for the purpose for which this report has been requested or for any other purpose. The
procedures we performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash
disbursement records entries and copies of checks, noting no differences;

2. Compared the amounts reported in Part ITI of the Annual Audit Report on Form X-17A-5
for the year ended December 31, 2010, as applicable, with the amounts reported in Form
SIPC-7 for the year ended December 31, 2010, noting a difference as follows;

Item No. Description Per SIPC-7 Per KMJ Difference

2a  Totalrevenue $ 715,285 $689,732 § 25,553

The difference noted above was due to the reclassification of certain reimbursements of
expenses from total revenue to expenses.

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and
working papers, noting no adjustments;
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4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the
related schedules and working papers (general ledger transaction details by account)
supporting the adjustments, noting no differences; and

5. Compared the amount of any overpayment, if applicable, applied to the current assessment
with the Form SIPC-7 on which it was originally computed, noting no differences.

As a result of applying these agreed-upon procedures, the Company has overpaid its General
Assessment with the differences summarized as follows:

Per SIPC-7 Recomputed by

Iem No. submitted KMmJ
2a $ 715,285 $ 689,732
Total deductions - -
SPPC net operating

revenues $ 715,285 $ 689,732
General assessment $ 1,788 $ 1,724
Less payment made

with SIPC-6 (96) (96)
Less prior overpayment

gpplied 54 54
Less payment made

vith SIPC-7 (1,638) (1,638)
Overpayment $ 0 $ 64

'We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had
we performed additional procedures, other matters might have come to our attention that would
have been reported to you.

This report is intended solely for the information and use of the specified parties listed above and is
not intended to be and should not be used by anyone other than these specified parties.

KM]J Corbin & Company LLP

Costa Mesa, California
February 28, 2011
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